


Than It Needed in Texas After Hurricane Harvey

February 26, 2020

Why We Did
This Audit

On August 25, 2017, the
President declared
Hurricane Harvey a disaster
for Texas due to severe
storms and flooding. We
conducted this audit to
determine to what extent
FEMA balances its
manufactured housing unit
program costs with
disaster-related housing
needs.

What We
Recommend

We made four
recommendations to FEMA
that, when implemented,
should help the agency
balance manufactured
housing program costs with
its disaster-related housing
needs.

For Further Information:
Contact our Office of Public Affairs at
(202) 981-6000, or email us at
DHS-OIG. OfficePublicAffairs@oig.dhs.gov

www.oig.dhs.gov

What We Found

The Federal Emergency Management Agency (FEMA) did not
balance its manufactured housing unit (MHU) program costs
with disaster-related housing needs. In response to
Hurricane Harvey in Texas, FEMA overestimated the number
of MHUs it needed by nearly 2,600, which amounted to
purchase, transportation, and storage costs of at least $152
million. The agency also overestimated the number of tank
and pump systems (TPS) it needed to operate MHU fire
sprinklers by nearly 2,400, which amounted to purchase and
transportation costs of about $29 million.

The excess MHUs, TPS’s, and transportation costs occurred
due to management and oversight deficiencies. In most
cases, FEMA focused on providing prompt assistance to
survivors when carrying out its MHU housing mission in
response to Hurricane Harvey. However, FEMA did not
emphasize financial accountability or maintain complete
records of MHU and TPS program costs to help the agency
make timely financial and logistically sound decisions. For
example, FEMA did not —

e have comprehensive policies and procedures or follow
existing policies;

e follow its initial housing needs projections or coordinate
MHU resources to execute its direct housing mission
effectively; and

e maintain complete records of MHU and TPS program costs.

Had FEMA better managed and overseen the MHU program,
it could have put an estimated $182 million to better use to
assist survivors of Hurricane Harvey or other disasters.

FEMA Response

FEMA concurred with the four recommendations.

OIG-20-15



INERF
@t OFFICE OF INSPECTOR GENERAL

Department of Homeland Security

Washington, DC 20528 / www.oig.dhs.gov
February 26, 2020

MEMORANDUM FOR: David Bibo
Acting Associate Administrator
Office of Response and Recovery
Federal Emergency Management Agency

FROM: Sondra F. McCauley
Assistant Inspector’General for Audits

SUBJECT: FEMA Purchased More Manufactured Housing Units Than
It Needed in Texas After Hurricane Harvey

For your action is our final report, FEMA Purchased More Manufactured Housing
Units Than It Needed in Texas After Hurricane Harvey. We incorporated the
formal comments provided by your office.

The report contains four recommendations aimed at improving the MHU program,
in a cost-effective manner. Your office concurred with all four recommendations.
Based on information provided in your response to the draft report, we consider
recommendations 1 and 2 unresolved, and they will remain open until FEMA
provides additional documentation to clarify how actions fully meet the intent of
the recommendation. We consider recommendations 3 and 4 resolved and open.
Once your office has fully implemented the recommendations, please submit a
formal closeout letter to us within 30 days so that we may close the
recommendations. The memorandum should be accompanied by evidence of
completion of agreed-upon corrective actions.

Please send your response or closure request to OIGAuditsFollowup@oig.dhs.gov.
Consistent with our responsibility under the Inspector General Act, we will provide
copies of our report to congressional committees with oversight and appropriation
responsibility over the Department of Homeland Security. We will post the report
on our website for public dissemination.

Please call me with any questions, or your staff may contact Don Bumgardner,
Deputy Assistant Inspector General for Audits, at (202) 981-6000.

Attachment


mailto:OIGAuditsFollowup@oig.dhs.gov
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Background

The Federal Emergency Management Agency (FEMA) coordinates the Federal
Government’s role in preparing for, preventing, mitigating the effects of,
responding to, and recovering from all domestic disasters. The Robert T. Stafford
Disaster Relief and Emergency Assistance Act, as amended (Stafford Act)
authorizes FEMA to provide temporary housing units directly to individuals or
households displaced by disasters. The Stafford Act also describes the decision
criteria for determining which types of assistance FEMA can provide.
Considerations include cost effectiveness, convenience to individuals and
households, and other factors the President may deem appropriate.

Hurricane Harvey made landfall in Texas on August 25, 2017 as a Category 4
hurricane. That same day, the President declared Hurricane Harvey a disaster
due to severe storms and flooding in southeastern Texas. Hurricane Harvey
dropped more than 60 inches of rain east of Houston, forcing 780,000 residents
from their homes.

FEMA'’s preliminary damage assessments for Hurricane Harvey showed a need for
direct housing assistance that would service the temporary housing needs of
displaced survivors. Manufactured Housing Units (MHU) are one type of FEMA
temporary housing available for up to 18 months after a disaster declaration.
FEMA may authorize an extension beyond that period due to extraordinary
circumstances. FEMA MHUs are manufactured homes constructed in accordance
with U.S. Department of Housing and Urban Development standards and FEMA
contract requirements. Additionally, FEMA requires the attachment of a Tank
and Pump System (TPS) to each MHU to operate the fire sprinklers. (See figure 1
for a picture of an MHU with a TPS.)

www.oig.dhs.gov 2 0IG-20-15
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Figure 1: FEMA MHU with a TPS Attached to Operate the Fire Sprinklers
Source: FEMA

FEMA keeps its new inventory of MHUs at two permanent storage sites — one in
Cumberland, Maryland, and the second in Selma, Alabama. FEMA also used two
temporary staging areas in Beeville and Hearne, TX to store MHUs during and
after Harvey.

Additionally, FEMA maintains previously occupied (used) MHUs, which it can
transfer from prior disaster staging areas as needed. In the wake of Harvey,
FEMA transferred those MHUs and unused TPS’s from a Louisiana staging area.
To further assist residents (survivors) displaced by Hurricane Harvey, FEMA
entered into an 18-month Intergovernmental Service Agreement (IGSA) with the
Texas General Land Office (GLO), enabling the State to provide direct temporary
housing by procuring MHUs through state-sourced vendors.

FEMA Process for Projecting Direct Housing Needs
FEMA'’s Direct Housing Guide,! requires the agency to:

e Conduct a Direct Housing Initial Assessment — following an incident, this
assessment determines whether to implement a Direct Housing Mission
involving MHUs in the disaster-affected area;

e Conduct a Direct Housing Analytical Assessment — this second assessment
provides a more “in-depth” housing assessment of the disaster-affected area
and results in a recommendation to implement an MHU mission or other
housing mission for displaced disaster survivors; and

! FEMA Direct Housing Guide, August 2017 (Version 1.0).
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e Produce a Direct Housing Mission Report — this follows the completion of
the Direct Housing Analytical Assessment and identifies the operational
requirements for providing the recommended forms of direct housing.

FEMA Divisions Responsible for Direct Housing

Three divisions within FEMA have responsibilities for implementing and
managing the MHU program. Immediately after a disaster is declared, survivors
may apply for Federal assistance. FEMA'’s Individual Assistance (IA) division
manages the application process, including interviewing applicants and
inspecting each applicant’s damage claims. The initial registration period is 60
days, but can be extended, if needed. The Recovery and Analytics Division (RAD)
creates Direct Housing projections for FEMA disaster assistance functions,
including the number of MHUs needed. The Logistics Management Directorate
(LMD) acquires, receives, stores, and provides preventive maintenance, staging,
and disposition of MHUs.

As FEMA determines MHUs are part of the Federal response and the appropriate
type of housing, IA personnel certify survivors for MHUs and coordinate with LMD
to provide housing for them.

FEMA Housing Inventory Sourcing for Hurricane Harvey

FEMA MHUs are individual prefabricated housing modules that meet U.S.
Housing and Urban Development manufactured housing code and an additional
FEMA requirement to include fire sprinklers. TPS’s have their own ready supply
of water, and installers attach this system to an MHU during set-up at a
survivor’s location. After installers secure the TPS in place, it is not accessible to
the survivor.

FEMA has an inventory of new? MHUs and TPS’s at two permanent storage sites.
Based on its Direct Housing Guide, FEMA sends MHUs and TPS’s from the storage
sites to temporary staging areas. Depending on MHU mission needs, FEMA can
also elect to have new MHUs and TPS’s delivered directly from the vendor to the
temporary staging areas. Furthermore, FEMA personnel can decide to “clean and
make ready”? previously used MHUs, and reuse both MHUs and TPS’s —
depending on their conditions upon return. FEMA uses its temporary staging
areas to store MHUs and TPS’s when preparing to place them with survivors, as
well as to store them upon return after being used.

2 New MHUs and TPS’s have a 1-year manufacturer’s warranty, which is included in the
acquisition price of the units.

3 “Clean and make ready” MHUs no longer have all warranties that help defray maintenance costs
during storage and reinstallation.
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FEMA determined, given the significant damage caused by Hurricane Harvey in
the State and the exigent need for housing, it needed support to execute the
direct housing mission. Therefore, FEMA entered into an IGSA on September 22,
2017 with the state of Texas’ GLO to provide MHUs about a month after the
disaster declaration and after FEMA had already begun implementing its MHU
and TPS acquisition and shipping strategy. The IGSA allowed the State to
procure its own MHUs, as well as recreational vehicles or “travel trailers,”* and
place either type of temporary housing directly with survivors. (See appendix B
for a flowchart of the MHU deployment process in response to Hurricane Harvey.)

Since 2006, the Department of Homeland Security Office of Inspector General
(OIG) has issued seven reports identifying weaknesses in FEMA’s manufactured
housing program. Our reports included more than 10 recommendations for
FEMA to improve its manufactured housing program. FEMA had taken corrective
actions to resolve and close all of the recommendations, but deficiencies remain
and this program continues to face challenges. (See appendix C for a list of
related OIG reports.) We conducted this audit to determine to what extent FEMA
balances its MHU program costs with disaster-related housing needs.

Results of Audit
FEMA Purchased and Transported More MHUs and TPS’s than It Needed

According to Office of Management and Budget (OMB) Circular A-1235, Federal
managers must carefully consider the appropriate balance between risk, controls,
costs, and benefits in their mission-support operations. In addition, the Stafford
Act describes considerations that include cost-effectiveness as a factor when
providing temporary housing assistance.

Despite these requirements, FEMA overestimated the number of MHUs needed in
response to Hurricane Harvey. Specifically, FEMA:

e purchased new MHUs from its seven vendors;

e transferred reused units from the 2016 Louisiana flooding disaster;

e transported units from its national inventory storage site in Selma,
Alabama; and

e reimbursed Texas’ GLO for MHUs it purchased.

4 FEMA'’s direct housing policies do not include the use of recreational vehicles, also called travel
trailers.

® Office of Management and Budget (OMB) Circular No. A-123, Management’s Responsibility for
Enterprise Risk Management and Internal Control, July 2016.
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These actions led to an excess of 2,596 MHUs that remained in a Texas staging
area as of September 21, 2018.¢ The total cost of the units in Texas was
approximately $135.3 million. FEMA transported the 2,596 excess MHUs to
Texas at a cost of at least $15.1 million. In addition, FEMA transported unused
MHUs between two Texas staging areas at a cost of approximately $2.1 million.
This resulted in a total expenditure by FEMA of $152.4 million for the excess
units and their transportation.

Furthermore, the agency overestimated the number of TPS’s needed for MHUs
slated for Hurricane Harvey victims. Specifically, FEMA:

e purchased new TPS units from its three vendors,
e transferred unused units from the 2016 Louisiana flooding disaster, and
e transported unused units from its national inventory storage sites.

These actions led to an excess of 2,367 TPS’s that remained in a Texas staging
area as of September 21, 2018.7 The total cost of the units remaining in the
Texas staging area was approximately $28.4 million. FEMA transported the
2,367 excess TPS’s to Texas, incurring costs of at least $776,000. In addition,
FEMA transported unused TPS’s between two Texas staging areas, incurring
additional costs of about $28,000. This resulted in a total cost of approximately
$29 million for the excess units and related transportation costs.

These costs for storing MHUs and transporting TPS’s exclude leasing,
depreciation, security, personnel, equipment, and maintenance costs. FEMA
could not timely provide comprehensive records and good estimates of such costs.
8 These costs would likely increase estimated funds put to better use had FEMA
provided these records.

6 We were unable to determine the length of time the September 21, 2018 excess MHUs remained
in the Texas staging area because of fluctuations in survivor needs.

7 We were unable to determine the length of time the September 21, 2018 excess TPS’s remained

in the Texas staging area because of the fluctuation of survivor needs.

8 There is a 1-year manufacture warranty, which is included in the acquisition price of the units.

Maintenance costs begin when the manufacturer’s warranty expires.
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FEMA Management and Oversight Deficiencies Resulted in Excess Inventory
and Unnecessary Costs

The excess MHUs and TPS’s and related transportation costs occurred because
FEMA did not have comprehensive policies and procedures for the MHU program,
and it did not follow existing policies. FEMA did not follow its initial housing
needs projections or coordinate all its MHU resources to execute its direct
housing mission. Furthermore, FEMA did not maintain complete records of MHU
and TPS program costs.

FEMA Did Not Have or Did Not Follow Existing Policies and Procedures for the
MHU Program

FEMA did not have or did not follow existing policies and procedures covering
various aspects of the MHU program to ensure effective management. For
example, FEMA did not have guidance that requires identifying, evaluating, and
prioritizing all sources of existing FEMA MHU inventory and finalizing its
agreement with Texas before purchasing new MHUs. FEMA has policies and
procedures to maintain a national inventory of new MHUs at its storage sites but
does not have a similar policy regarding TPS inventory. As such, FEMA
purchased and transported to Texas more MHUs and TPS’s than it needed.

FEMA'’s policies do not promote MHU reuse and do not provide specific criteria for
determining whether to sell or reuse MHUs. MHUs returned in good condition
can be reused based on each unit’s condition, the available FEMA inventory, or
the level of disaster activity; however, these factors are not clearly defined in
FEMA'’s guidance. For example, FEMA’s Manufactured Housing Support Guide®
allows delivery of new MHUs from storage sites to temporary staging near
disaster-affected areas. On this basis, FEMA purchased new units before
completely assessing its inventory of new and used units available for deployment
to Texas in response to Hurricane Harvey. Without detailed criteria to guide
determinations, decisions to retain or sell used MHUs were at the discretion of
each local field office.

FEMA did not follow its existing policies and procedures requiring that it
maintain a baseline inventory of MHUs. On June 12, 2017, FEMA established its
minimum baseline inventory of 2,150 MHUs. However, on August 25, 2017, the
date of Hurricane Harvey, it had approximately 1,700 MHUs in storage.
According to FEMA officials, they had a shortfall because they did not have a
policy stating they had to monitor its baseline inventory to ensure an adequate
supply. Although this did not directly lead to the excess MHU purchases, a
shortfall in inventory complicates FEMA’s ability to plan and respond to disasters.

9 FEMA Direct Housing Support, Logistics Management Directorate Manufactured Housing
Support Guide, May 22, 2013.

www.oig.dhs.gov 7 0IG-20-15
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FEMA did not follow its policy to conduct two of the three required direct housing
assessments to determine disaster survivors’ housing needs. According to a
FEMA official, the agency did not conduct its Direct Housing Analytical
Assessment or develop its Direct Housing Mission Report following the Hurricane
Harvey disaster as required in the Direct Housing Guide. Further, LMD asserted
the guide issued was for “developmental purposes” to help FEMA identify
additional content and is not the agency’s final product. Without the information
provided by all three completed housing assessments, FEMA’s housing
projections were incomplete and led to excess MHU and TPS units.

FEMA Did Not Follow Its Housing Projections or Coordinate Resources

FEMA logistics personnel overlooked RAD’s initial housing projections and did not
modify the number of MHUs and TPS’s required to respond to changing
conditions. RAD initially projected 4,000 MHUs would be needed in the wake of
Hurricane Harvey. The intent of this projection was to begin guiding FEMA'’s
response. However, according to FEMA LMD personnel, they increased the
housing projections in September 2017 from 4,000 to 8,500 without coordinating
with either RAD or IA personnel. LMD personnel decided to increase the
projections to 8,500 based on “lessons learned” and “historical trends,” including
the 2016 Louisiana flooding disaster, instead of using RAD’s survivor projections.
Additionally, LMD ordered the MHUs before IA personnel responsible for
managing the survivor application process could determine the number of MHUs
needed and communicate that information to LMD.

In addition, the agreement FEMA signed with Texas’ GLO, one month after
Hurricane Harvey on September 22, 2017, allowed the State to provide temporary
housing directly to survivors, thereby reducing the number of MHUs FEMA would
need to assist Hurricane Harvey survivors. However, according to FEMA officials
they did not have a policy in place to monitor inventory and did not have visibility
of the State’s purchases. As such, FEMA continued sending MHUs to Texas
staging areas even after Texas’ GLO began providing MHUs and travel trailers to
survivors, as shown in figure 2.

www.oig.dhs.gov 8 0IG-20-15
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Figure 2: FEMA’s Timeline for Providing MHUs and TPS’s
after Hurricane Harvey

FEMA MHU and TPS
Timeline for Hurricane Harvey

FEMA President FEMA FEMA FEMA FEMA FEMA
Issues Declares Approves Approves Signs Closes Has
Baseline Inventory  the Hurricane Purchasing Reusing an IGSA Individual Assistance 2,600 Excess
Memorandum Harvey Disaster  MHUs and TPS's  MHUs for Texas with Texas Registration MHUs in Texas

August 26, September 9, September 22, November 30, September 21,

2017 2017 2017 2017 2018

Source: OIG analysis of FEMA records

Coordinating with other responsible areas of the MHU program could have
resulted in LMD aligning its response with more accurate housing projections as
disaster needs changed. Although FEMA officials assert their policies allow for
flexibility and scalability of economies, FEMA must balance the need to provide
housing assistance while maintaining public’s trust that taxpayer money is spent
using sound financial responsibility and accountability.

FEMA Did Not Maintain Complete Records for MHU and TPS Program Costs

FEMA did not maintain complete records of MHU and TPS program costs for
Hurricane Harvey. According to OMB Circular A-123, management should have a
clear, organized plan with well-defined documentation processes that contain an
audit trail and specify document retention periods. Otherwise, someone not
connected with the procedures cannot understand the assessment process. In
addition, the Federal Acquisition Regulation, Part 4, states agencies should retain
their contracts and related records or documents for 6 years after final
payment.10

FEMA personnel could not demonstrate an ability to maintain comprehensive
records of MHU and TPS program costs for its new and existing MHUs and TPS’s
sent to Texas. FEMA focused on providing prompt assistance to survivors and
did not emphasize financial accountability and recordkeeping or oversight of MHU
program spending. Without complete records, FEMA cannot accurately
determine the costs it incurred for its housing mission. For example, when we
attempted to calculate the number and cost of MHUs and TPS’s purchased and
transported to Texas, FEMA took 8 months!! to respond to our requests for

10 Federal Acquisition Regulation (FAR) 4.805
11 The 8-month period from May 2018 through January 2019 includes the government shutdown
period of December 22, 2018 through January 25, 2019.
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Appendix B

Hurricane Harvey MHU Deployment Process
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Source: OIG analysis of MHU Program
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Appendix C
DHS OIG Prior Audit Assessment of Manufactured Housing Efforts

Since 2006, DHS OIG has issued seven reports identifying weaknesses in FEMA'’s
manufactured housing efforts. These reports addressed various deficiencies,
such as the lack of a comprehensive plan to set forth the most cost effective way
to use or dispose of manufactured homes, and the lack of a complete inventory
and reconciliation of all housing units, including units previously in inventory
and units purchased subsequent to a disaster. Our reports included more than
10 recommendations for FEMA to improve its manufacturing housing efforts.
FEMA had taken corrective actions to resolve and close all of the
recommendations.

GC-HQ-06-12 Mobile Homes and Modular 2/17/2006
Homes at Hope and Red River
OIG-07-41 Sales of the Federal Emergency 5/02 /2007

Management Agency Travel
Trailers and Mobile Homes
OIG-08-23 Review of FEMA'’s Use of Proceeds 2/05/2008
From the Sales of Emergency
Housing Units

OIG-08-33 Management Advisory Report — 03/25/2008
FEMA Emergency Housing Units
Property Management

OIG-09-85 FEMA’s Temporary Housing Unit 06/29/2009
Program and Storage Site
Management

OIG-13-102 Unless Modified, FEMA’s Temporary | 06/25/2013

Housing Plans Will Increase Costs
by an Estimated $76 Million
Annually

OIG-17-121-MA Management Alert — Observations 09/29/2017
and Concerns with FEMA’s Housing
Assistance Program Efforts for
Hurricane Harvey in Texas
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Appendix D

Potential Monetary Benefits

Classification of Monetary Benefits
Funds To Questioned
Finding Rec. | Be Put to Costs - Questioned Total
No. Better Unsupported | Costs — Other
Use Costs
Excess MHU 3 $135.3 30 %0 $135.3
Acquisition s i1
million million
Cost
Excess MHU 3 $17.2 $0 $0 $17.
Transportation e s
million million
Cost
ixceS.S.T.PS 3 $28.4 30 %0 $28.4
cquisition o o1
million million
Cost
Excess TPS 3 $0 $0
Transportation $804,000 $804,000
Cost
Total $182 $0 $0 $182
Million Million
Source: OIG analysis of findings in this report
wwuw.oig.dhs.gov 22 0IG-20-15
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Appendix E
Report Distribution

Department of Homeland Security

Secretary

Deputy Secretary

Chief of Staff

Deputy Chiefs of Staff

General Counsel

Executive Secretary

Director, GAO/OIG Liaison Office

Assistant Secretary for Office of Policy

Assistant Secretary for Office of Public Affairs
Assistant Secretary for Office of Legislative Affairs

Federal Emergency Management Agency

Administrator
Chief of Staff
Chief Counsel
Audit Liaison, FEMA

Office of Management and Budget

Chief, Homeland Security Branch
DHS OIG Budget Examiner

Congress

Congressional Oversight and Appropriations Committees
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Additional Information and Copies

To view this and any of our other reports, please visit our website at:
www.oig.dhs.gov.

For further information or questions, please contact Office of Inspector General
Public Affairs at: DHS-OIG.OfficePublicAffairs@oig.dhs.gov.
Follow us on Twitter at: @dhsoig.

OIG Hotline

To report fraud, waste, or abuse, visit our website at www.oig.dhs.gov and click
on the red "Hotline" tab. If you cannot access our website, call our hotline at
(800) 323-8603, fax our hotline at (202) 254-4297, or write to us at:

Department of Homeland Security

Office of Inspector General, Mail Stop 0305
Attention: Hotline

245 Murray Drive, SW

Washington, DC 20528-0305






